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ABSTRACT KEYWORDS 
This article presents an analysis of the Chinese mode of production Socialism; market socialism; 
since the 1978 economic reforms. We try to explain the Chinese New Economic Policy; China; 
economic reforms based on its Marxist-Leninist ideology. Our Marxism 
research takes the form of a comparative analysis of the 

economic structures of the Soviet NEP (New Economic Policy) and 

Chinese reforms using a Marxist theoretical framework. Does the 

Chinese economic model correspond to the same kind of 

socialism found in the USSR during the NEP period? Our thesis is 

that the modern Chinese mode of production, since 1990s, 

follows a logic similar to the Soviet one during the NEP era. In 

the light of the NEP experience, our research shows that the 

Chinese development strategy shouldn’t be understood as 

trending towards a neoliberal model. It is rather an original 

evolution of Marxism, in line with the tradition of Marxism- 

Leninism, adapted to the cohabitation with a globalized capitalist 

system. The NEP model is one of the earliest examples of a type 

of socialism based in part on market relations. In the USSR, as in 

China, the critical structures of the economy, heavy regulations 

and a certain level of economic planning are the basis of this 

socialist market model. 


Introduction 


Since the economic reforms of China in 1978, China has attained new heights in its econ- 
omic construction. For liberal scholars, this “miracle” was made possible because of Chi- 
na’s economic transition toward capitalism. In the Western Marxist circles, this 
accusation also surfaced, deploring the end of socialism in China. 

In this article, we broadly compare the economic structure of the socialist market 
economy of China with the New Economic Policy (NEP) of the USSR in the 1920s as 
the first step towards a more rigorous analysis of the socialist market model. Our goal 
is to make sense of the Chinese mode of production by comparing it to the NEP 
mode of production of the Soviet Union. We argue that the socialist market economy 
of China corresponds to the same kind of model and mode of production the USSR 
had with the NEP. 
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To validate our argument, we focus our analysis on China and the USSR’s economic 
and social structures, choosing variables that can evoke the nature of the existing mode of 
production in those countries. However, a methodological problem arises since dialecti- 
cal variables, in a Marxist framework, “are not conceptualized as constants across their 
range of application, and their causal relations are not strictly one-way” (Paolucci 
2007, 148). Our dialectic does not want to be deterministic. We consider that the econ- 
omic base is not the only driving force of history, although it frames the possibilities and 
tends to determine other aspects of society. On the contrary, in revolutionary times, 
social consciousness can have transformative effects on the structure of society (Mao 
1971, 116). It is on this assumption that our analysis is dependant. The variables that 
we examine must then be understood within this dialectical logic. We use abstraction 
to create units from the same totality, which can only be understood in relation to this 
totality. Therefore, our explanatory variable will be the leading revolutionary group, 
representing a class struggle movement. In a revolutionary context, this group exerts a 
force on the development of their nations, intending to establish socialism. The effect 
in our case studies will be the elements of the economic structure of the two countries, 
that is to say, the different sectors of the economy. However, it is not necessarily the 
dominant aspect of the principal contradiction at the global and national levels in 
some cases. 

We organize our comparison of the economic structures of the two nations by divid- 
ing them into different components, which are central to establishing an overall vision of 
a productive system, i.e. the mode of production. The elements analyzed are the econ- 
omic structures in the main branches of the mode of production such as the agrarian 
and industrial sectors. For the agrarian sector, the elements will be the structures of econ- 
omic accumulation, the division of labour and demographic changes in rural areas. The 
first two variables are of significant importance in understanding the Chinese economic 
structure. Demography is vital since the socialist projects in these two countries were 
projects of social modernization and transformation of the peasantry, a preponderant 
class in both countries. In the industrial sector, we have identified two factors necessary 
for the analysis of the mode of production: the share of heavy industry and light industry 
and the division of public and private economy. These two economic sectors were at the 
heart of socialist modernization strategies of the twentieth century and are good indi- 
cators in the case of developing countries to judge the socialist character of an economy 
through the power and dominance of the public sector and to judge how far they are in 
the process of industrialization, something that Marxists see as one of the pillars of com- 
munism. Moreover, two components of trade will be examined: the exchange of goods 
and the amount of public control and planning in the economy. As with most economies, 
trade serves as a conduit for achieving economic goals of a certain regime of accumu- 
lation. Trade can then be seen as synonymous with the market in a capitalist economy, 
while it is quite different in a socialist economy. By analyzing it, we can understand the 
structures of an economy. On the other hand, economic planning and control are two 
aspects that are sometimes in conflict with the logic of free-market trade and the capital- 
ist economy. Analyzing the forces of economic planning, which is at the heart of the 
Soviet model and socialism in general, will allow us to understand how resource allo- 
cation occurs in the Chinese and Soviet economic structures. 
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Analyzing comparatively these multiple variables in the field of economics will help us 
make sense of the model chosen by the Communist Party of China (CPC) as well as its 
development strategy since the time of the reforms by comparison with a country that 
has mobilized a similar strategy. This will also allow us to assess whether China’s econ- 
omic model corresponds to the NEP model by their similarities and differences. 


Current Debates on the Chinese Economic Model 


The discussion about the Chinese economic model since the economic reforms of 1978 in 
Marxist and mainstream circles diverged immensely in their explanations of the trajec- 
tory chosen by Deng Xiaoping and his successors. On the Marxist side, in his study on 
neoliberalism, David Harvey (2005, 3) advanced the claim that Deng Xiaoping, like Rea- 
gan, Thatcher and Pinochet, was, in fact, one of the principal proponents of the neoliberal 
economic model. In this way, the economic reforms were not seen as mere changes in a 
Chinese socialist model, but as a counterrevolutionary act that destroyed the Chinese 
revolution, as the belief of the free market and the primacy of private property replaced 
what a largely planned economy was. This work on neoliberalism had a tremendous 
effect on the western left since it was published, and his view on the Chinese state becom- 
ing neoliberal propagated in Marxist discourse in the 1990s and the 2000s. 

In line with the framework of the restoration of capitalism, Gao (2008, 2018) and Li 
(2016) make sense of the reforms and the role of the Communist Party of China. For Gao 
(2018, 87), the capitalist reversal did not happen until the privatization wave under Zhu 
Rongji in the 1990s. It occurs when a “comprador” class, capitalists and other bourgeois 
individuals who serve in the name of transnational capital, took power inside the many 
levels of the Chinese governments. He explains that the Chinese government resorted 
more and more to neoliberal practices. 

For Xu (2018, 14-15), the end of socialism in China and the beginning of capitalism 
took place in the countryside following the onset of Deng’s reforms and the end of the 
commune system. The culprit for this author is the Household Responsibility System 
that undermined the collective form of ownership of land and the new socialized way 
of working the land by individualizing agricultural work, and in the long term, broke 
the alliance between the peasantry and the workers. Capitalism then spread from the 
countryside to reach the cities in the 90s. 

For others, China didn’t stray from her socialist path set by the Chinese revolution. 
While Amin (2005) maintains that the Party took a capitalist approach, China and its 
economic model cannot be described as being capitalist as land in general and peasant 
land, in particular, were never privatized or fully commodified. Peasant land stays out 
of capitalist logic for this author. The form that takes the household farms in China 
should not be viewed as small capitalist farms, but as Non-Capitalist Market Oriented 
Enterprises (NCMOE) where the unit operates in a market but does not have absolute 
property rights, does not follow a totalizing profit-maximizing logic and does not gener- 
ally employ labour outside the family (Gabriele 2020, 21-24). In the nature of the prop- 
erty system, it is then argued that one can describe China as a socialist country (Long, 
Herrera, and Andreani 2018; Herrera 2019; Delaunay 2018; Fan, Morck, and Yeung 
2011). For these authors, the collective property still reigns above private property rights 
in China. Collective ownership materializes itself by the way land remains in the hand of 


522 M. POULIN 


the state, by the high level of government control over the economy and how they main- 
tain the ability to direct investments to critical sectors of the economy, and by the exist- 
ence of state owned enterprises (SOEs) who can maintain public monopolies in sectors 
judged crucial to the health of the economy. 

Losurdo (2017, 20-29) supports this view of the Chinese economy. China, according 
to this author, chose the path of capitalist development without becoming capitalist. He 
does not deny that Deng Xiaoping’s reforms have created growing inequality between 
individuals and regions of China. However, he argues that these reforms were initiated 
to reduce international disparities between China and the imperialist countries. The Chi- 
nese economy turned into a more economically open model to destroy the division of 
labour that reigns in our present world system that traps the great majority of countries 
and itself stuck in producing low value-added commodities. Private companies in China 
are playing this role by capturing high-tech external technology through contracts made 
with Western firms specifying technological transfers, something that public companies 
can hardly do. With its integration into the global value chain, China is able to catch up 
with the imperialist countries in terms of high value-added industries. With the develop- 
ment of these technologies, the amount of surplus-value siphoned from China to the 
centre will be smaller and smaller, and the gap between it and the imperialist centre 
will be narrowed more and more. 

As it can be seen, there is a cleavage dividing Western Marxists into two groups: one 
believes China abandoned socialism for a type of neoliberal capitalism, and the other 
thinks China did not abandon socialism but merely chose a path based on market insti- 
tutions for its socialist development. Those are two interpretations of a single model, 
which is officially called socialism with Chinese characteristics but could also be called 
socialist market economy. For some, it is a betrayal, but for others, it is a strategy used 
to develop the means of production and combating imperialism. This kind of system sit- 
ting in between a centralized public system and a market did exist in the past. As pointed 
out by Losurdo (2017, 16), the New Economic Policy of the Soviet Union was in many 
ways a precursor to the modern market socialism of China. Yet, very few studies try to 
explore the similarities between these two countries during this period. This is what this 
article sets out to explore. 


Comparative Study of the Modes of Production 
Agriculture 


Let us begin our analysis at the origin of these two countries’ reforms, the reform of the 
capture of the peasant surplus. The beginning of the NEP in the USSR took place in the 
countryside, as did Deng Xiaoping’s economic reforms in China. Before their successful 
reform cycles, the economic situation in these two countries was not identical to each 
other but followed a similar logic. In the period of war communism and the Maoist 
period, the economies of these two countries were highly public. In the USSR, agricultural 
production was intended for requisition by the state and not for sale in the market (Nove 
1992, 53). In China, the requisition took the form of work in the commune. In either case, 
the peasant and his family were no longer independent economic entities beyond the vil- 
lage limits. The markets were then not present in those two economies in the agricultural 
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sector. The two economic reforms changed to their respective economies to put in place a 
particular regulation by the market for agricultural products without, however, putting in 
place a totalizing market logic. It is not totalizing since it does not affect the peasantry’s 
primary means of production, the land (Oi 1999, 618). Land in the USSR was still con- 
trolled by the village, the mir, while the land is still public property in China. 

Secondly, although China during the Maoist era went further than the USSR during 
war communism in socializing agrarian production compared to the simple requisition 
method, both countries exhibited similar characteristics in extracting peasanť surplus 
before their reforms. The new agrarian production system given by the reforms, in either 
case, did not resemble one from a developed capitalist system where the agrarian worker 
does not have access to his means of production. Instead, the mode of production 
returned to one resembling a patriarchal system (Delaunay 2018, 112) but supervised 
by the socializing powers of the state. This state, in both countries, took on the respon- 
sibility of extracting the economic surplus necessary to build a modern and industrial 
society. It no longer did so directly as before by the commune in the case of China 
(Delaunay 2018, 98) and by requisition in the case of the USSR, but rather by the agrarian 
tax paid in products and by the tax payable in money (Carr 1950, 280). This new tax sys- 
tem in those two countries reduced the surplus that the state was taking from peasants for 
different reasons. In the case of the USSR, it was a concession made to the peasantry as 
that class did not like the requisition system put in place during war communism (Carr 
1950, 279). The peasantry, in both cases, continued to exist and did not proletarianize as 
the USSR stayed a mostly peasant country for most of the 1920s and most of the agricul- 
tural labour in China is done by individuals that have exclusive rights on land that belong 
to the state (Huang, Yuan, and Peng 2012, 157-159). Although this proletarianization did 
occur to some degree in China since the reforms, the rate of proletarianization of the 
agrarian force is not high enough to consider this a dominant logic. The dominant pro- 
cess in these two economies is not proletarianization but rather the overlapping modes of 
production where capitalism of a merchant kind occurs above all in the distribution and 
transformation of agricultural products. In the USSR, peasants had to do business with 
the Nepmen to sell their products in town markets and villages to public factories for pro- 
cessing (Nove 1992, 78-80). In China, the equivalence of the Nepmen is partly the “dra- 
gonhead” companies as well as transnational companies such as Nestlé, which buy the 
products of the peasantry and vertically integrate the producers into the national and 
transnational market at different degrees without transforming the peasant into an agri- 
cultural proletariat (Huang, Yuan, and Peng 2012, 165). The agrarian mode of pro- 
duction in the two economies is therefore of a very similar nature and logic. Although 
the companies that transform these agrarian products in the case of the USSR are public 
while in China it is private companies that have this role, we assert that their nature is 
similar because these public companies in the USSR behaved in a very similar way to pri- 
vate entities (Allen 2009, 50). The logic of investment in the agrarian sector of both 
countries had in mind short-term profit and not a socially profitable investment. 

Some differences also emerge in our analysis. Our analysis focuses on historical 
moments, representing only a small number of years in the USSR but a considerable 
number in China. Although the elements of the NEP system were present in China 
during the reform cycle, which reached its 43rd birthday in 2021, it is necessary to say 
that all of these points may not have coexisted in the entire duration of this period. 
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For example, the peasantry in China has not been taxed for a good number of years. The 
dragonhead business system did not exist during the 1980s and 1990s. However, these 
two systems have lived side by side for several years and fit together in an integrated 
way in the logic of the new Chinese socialist system. We take a holistic view of the reform 
cycle since this is how a logic of accumulation and development can be identified. 

At first glance, the other difference in the agrarian sector of these two countries has 
been the lack of industrialization of the countryside in the USSR. In China, it was possible 
to observe a great wave of industrialization in the agrarian circles of the country, which 
created and converted the productive centres of the communes into TVEs (township and 
village enterprise) where the surplus of the population could go to work (Delaunay 2018, 
96-97). This unleashed a wave of productive growth (Saich 2001, 228). Such industrial- 
ization never took place in the USSR in the countryside during the NEP era. However, 
one of the goals of the NEP was to revive production in the economy. The Party wanted 
to revive both urban industrial production and rural production, which included rural 
and cottage industries, to be able to absorb part of the surplus of the rural population 
(Carr 1958, 360-361). As part of the economic reforms, the rural industry had been pri- 
vatized after being completely nationalized by mistake, done by local governments with- 
out the approval and against the directives of the central government during the period of 
the war communism (Nove 1992, 46-47). In China, TVEs served the same purposes but 
were also of a much more social nature where the enterprises helped construct social pro- 
jects in villages. As in the USSR during the NEP, in the late 1990s, most of them appear to 
have been closed or privatized (Naughton 2018, 325), but as Gabriele argues, due to 
changes in statistical data gathering methodology, the TVEs seemed to have disappeared. 
He explains that the most advanced TVEs were privatized, but the majority of rural non- 
agricultural employment is still absorbed by old-fashioned TVEs characterized by com- 
plex property rights (Gabriele 2020, 39-45). The rural industry was then private in the 
USSR and progressively mixed in the case of China. They had the role of absorbing 
the surplus populations of rural areas. 

In Table 1, the comparison of the agricultural economy of these two countries tells us 
that the peasantry began to be integrated into the markets, to a greater extent in the case 
of China. In both cases, the behaviour of this peasantry began to evolve from its old form 
based on subsistence towards the commodification of production. This commodification 
is far from total since, in both cases, land, the primary means of production of the pea- 
santry, is still public or common in nature. The important difference that we can dis- 
tinguish between the two models is the lack of rural industrialization on the same 
scale. Although the soviet handicraft production grew during the NEP, there was no 
rural industrialization phenomenon as was the case in China. This difference can be 
explained in light of a different international context that reflects both a difference in 
the amount of capital investment and a structural difference, which is to be seen in 


Table 1. Agricultural economies comparison. 








USSR China 
Land property Public Public 
Rural Industrialization Weak development Strong development 
Rural industrial property Private Mixed 


Commodification of peasant production Partial Partial 
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the fact that China of the time of Mao had already industrialized somewhat the country- 
side. In addition, the soviet type of rural industry is private in nature while the Chinese 
one is mixed due to the interlocking of multiple modes of production in the countryside. 


Industry 


Land reforms in both countries have had consequences on the entire economy and had 
repercussions in their respective industries. Let us see how public and private industry in 
China and the USSR compare with each other. 

The economy of the USSR during the NEP and that of China during the reform cycle 
were systems in which ownership of the means of production was mixed. In the USSR 
case, as in China, public enterprises were much less present than private enterprises. 
The simple fact can explain this that most businesses are family-run and produce artisa- 
nal products in both economies. State-owned enterprises operate primarily in the heavy 
industry sector in both countries, while private enterprises operate in the light industry 
sector (Nove 1992, 99-100; Naughton 2018, 336). Another similarity is found in the fact 
that some public enterprises in China (Bramall 2008, 412) and the USSR (Allen 2009, 50) 
behave in a capitalist manner. That is to say that some operate under market logic where 
the search for profit has a great deal of importance in the company’s operation and their 
relations with the rest of society. In the case of the USSR, as in China, public enterprises 
with market logic were above all small and medium-sized enterprises that received very 
few orders from the state. They are permitted to let themselves be guided by the market in 
choosing how to invest to become resource-efficient, but they are not driven by the search 
of extraction of surplus value from workers. The salient point of this type of economy can 
be found in the formation of public cartels. In the USSR (Carr 1950, 303), cartels mainly 
were, as in China (Herrera 2019, 81-82), in sectors considered vital to the economy’s 
health, the commanding heights, such as petroleum, natural materials, finance and infra- 
structure where the market logic is not allowed to be dominant. These giant cartels, 
industrial behemoths, ensured that the mixed economy remained under the domination 
of the country’s social force. Therefore, this technique is found as much in the USSR in 
the days of the NEP as in China and fulfils similar goals, so similar that the Chinese gov- 
ernment still uses Leninist vocabulary when speaking of the commanding heights. 

However, there are differences in the power of the public sector. The value of output in 
the Soviet economy is mainly created by the public sector, at least 90% (Carr 1958, 358), 
while the private sector wins in this regard in China, with the public sector only produ- 
cing 32% of the added value (Pei 2014, 24). In the latter, SOEs only create about a third of 
the industry’s added value. Instead, the private sector is responsible for most of the coun- 
try’s economic activity. The other big difference with the latter is in the employment sec- 
tor of these two economies. In the USSR during the NEP, non-agricultural employment 
was mainly of a public nature, with the public share of employment of salaried workers 
being 84.5% (Carr 1950, 302), while in China, this same type of employment has been 
private since the 1990s with only 25% of salaried workers in public industries (Naughton 
2018, 212-213). On the other hand, in China, as in the USSR, most ownership of the pro- 
ductive forces belongs to the state apparatus even though neither has much direct control 
over the light industry in contrast with the USSR in the subsequent periods after the NEP. 
It should be noted that this point is only true if one considers the total assets in China. 
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Indeed, the banks in China are overwhelmingly public. It is they who control a significant 
part of investment in the Chinese economy, compared to a capitalist economy where pri- 
vate forces control investment. The financial sector in the functioning of modern econ- 
omies is a crucial part of understanding the logic of accumulation, as Lenin said (Lenin 
1963). The public power of finance then makes most of the Chinese economy still under 
the control of the public forces (Pei 2014, 17-18). 

While the similarities in these sectors are manifold, so are the differences. So how is it 
that the private sector in China is so large and controls most employment? In our view, 
these differences do not indicate a divergence of China from the logic of the mixed social- 
ist market economy developed by Lenin and the Bolshevik Party during the NEP. To 
understand the differences, one must first remember the demographic and social situ- 
ation of the USSR during the 1920s. At that time, the peasantry still constituted about 
80% of the country’s total population (Carr 1950, 274). One of the reasons Lenin allowed 
the market to resurface in the country was to rebuild the economy after the period of the 
turmoil created by the Civil War and World War I (Losurdo 2016, 216). At that time, 
production was still very low and had not yet regained its pre-war size. The proletarian 
class had also almost disappeared from the country (Fitzpatrick et al. 1991, 13). Existing 
production mainly had remained in the hands of the state. In contrast, production in the 
countryside had fallen into the hands of private forces, which at the time were dominated 
mainly by the peasantry (Nove 1992, 99-100). The Party wanted to help restore artisanal 
and peasant production and especially light industry. However, the process did not last 
long enough for any meaningful results to be seen. The surplus population continued to 
work in the agrarian sector or simply found themselves unemployed. In China, the 
surplus population had been mainly absorbed in light industry in the countryside in pub- 
lic TVEs in the 1980s and private from the 1990s (Saich 2001, 228). As in the USSR, the 
light industry sector, intensive in human labour, was mainly private, and its role was to 
absorb the surplus population in the countryside. 

So, according to Table 2, in our opinion, the big difference between China and the 
USSR is not that China diverged from the NEP model but rather that it brought it to 
its conclusion. Private employment is much greater today in China because most of 
the old peasantry has turned into a new working class. One way the state has been 
able to absorb this gigantic labour force is by the exteriorization of the Chinese labour 
force. Without foreign capital, the redundant population would have had great difficulty 
finding other industrial jobs in terms of economic efficiency. Therefore, it can be recalled 
that, with the exception of the privatizations of medium and small private enterprises in 
the late 1990s, the employment rate and added value in the public sector did not fall due 
to other waves of privatization. In fact, it is instead because of the expansion of the private 


Table 2. Industrial economies comparison. 








USSR China 
Industrial employment Public Private 
Value-added Public Private 
Heavy industry Public Public 
Growth of the heavy industry Low High 
Light industry Private Private 
Growth of the light industry High High 


Control of the commanding heights of the economy Public Public 
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sector, mainly in the light industry, which is naturally more profitable and more intensive 
in the use of the labour factor than the public industrial sectors of the state (Pei 2014, 17- 
18). In the USSR, the industry had almost been destroyed compared to before the war 
(Carr 1958, 358). The economy nearly doubled from the beginning of the NEP during 
1921-1926 in both the private and public spheres, and the economic growth that had 
taken place was due to the renewed activities that sought to recuperate from losses caused 
by the wars (Nove 1992, 88). One can understand that private industry and private 
employment did not have a higher share in the economy because of multiple reasons 
like the lack of foreign investments that could have brought resources to build manufac- 
tures like in China or a big enough external market like in the case of the present era of 
globalization where products of light industries would have had a way to sell themselves. 
Agrarian work was still the occupation of the majority of the population in the case of the 
USSR, while in China, since the 2000s, most of the population are now workers. Since 
most companies in China are in light industry, which uses more the labour force in its 
production and is much more profitable, it is possible to understand why the jobs and 
the value-added are primarily concentrated in the hands of the private sector. Therefore, 
this is not a divergence from the NEP model but rather one of those characteristic points 
that would undoubtedly have arisen if the economic experiment had been continued in 
the USSR. 

We can therefore say that from the point of view of public and private property, the 
Chinese economy and the Soviet economy are very similar in terms of the division of 
property and the logic operating behind this divide. Therefore, the differences between 
the public and private sectors in terms of the number of jobs and the quantity of 
added value are, therefore, due to different circumstances linked to the historical events 
and the social and demographic structure of these two countries. 


Trade 


When it comes to trade, these two economies diverge somewhat. Please see Table 3. The 
soviet NEP was characterized by private trade that arose out of land reforms that allowed 
the peasantry to sell their surpluses directly on the market. The state no longer had a 
monopoly on the purchase of grain. Thus, the rationing system in the USSR had to be 
stopped as the state was no longer able to provide food for public sector workers 
(Carr 1950, 331-332). Salaried labour then resurfaced in the cities, and workers had to 
ensure their reproductions by selling their labour on the market. Food had to be brought 
into the cities, but the government could not fulfill this task (Nove 1992, 99). This was 
why resurfaced during this time a merchant capitalist class that brought peasant products 


Table 3. Markets comparison. 








USSR China 
Type of exchange Private Private 
Type of private capital Merchant Merchant and industrial 
Allocation of consumer resources Private markets Private markets 
Allocation of human capital Market Market 
Financial market Few Public 
International exchange Private Private 


Control of international capital flows High control High control 
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to cities and vice versa and could supply public companies with materials bought from 
other public companies and the peasantry (Carr 1950, 341). The market reappeared to 
the Soviet economic system of that time. China is not very dissimilar to this case. In 
China, land reforms have also caused the re-emergence of the market. After paying 
the state’s rent, the peasantry became free to buy and sell in the country’s agricultural 
market (Delaunay 2018, 98). The immediate reasons, for this market’s re-emergence, 
were not the same, but they still had similarities. In both cases, the goal was to increase 
peasant productivity with a developmentalist aim in both China and the USSR. Also, in 
both cases, the structure of production stayed centred on the family (Delaunay 2018, 
112). 

The two countries differ in their experiences in the breadth of the use of the market in 
economies. In the USSR, although the market was present, it was very little developed. 
The labour market had not fully been institutionalized. There was a lack of work in 
the cities, and the majority of the Soviet population still were peasants who had not 
yet left the land to find employment and who could not do so anyway because jobs 
were lacking (Carr 1958, 494). There was a competition between public and private com- 
panies in this economy, but the financial market did not exist. Trade mainly was made by 
the private sector (Nove 1992, 83). The allocation of capital was not very well developed 
in this economy at the time. Compared to this, private and public commerce in China is 
highly developed. Trade takes place multiple means that can integrate most of the popu- 
lation into the national market. The labour market is institutionalized too. Although far 
from being equal to those of the capitalist countries, the financial market is present (Sit 
et al. 2020). Private capital is no longer mostly just of a merchant kind as it was in the 
days of the NEP, but is now productive, but only rarely financial because the finance sec- 
tor and a large part of the investment taking place in this country are public. Chinese 
banks tend to lend much more to SOEs than to private companies. Besides, the move- 
ment of capital in China is highly regulated, and it is complicated for wealthy entrepre- 
neurs and corrupt government members to transfer money across borders (Zhou 2019). 
We, therefore, have private trade in China, which is quite developed at the national level, 
although to a lesser extent than in a capitalist market economy. 

What then of international trade in these two countries? The USSR during the NEP 
opened up part of its economy to foreign exploitation. Lenin argued that concessions 
to outside capitalist forces were necessary for the development of the Soviet economy 
(Lenin 1921). His party signed trade treaties with a handful of capitalist powers. Some 
foreign private companies were granted the right to exploit the USSR’s natural resources 
such as timber, minerals and petroleum (Nove 1992, 84-85). However, the Party had 
made efforts to remain in control of the flow of foreign capital into their territory 
(Carr 1950, 340). There was no question of leaving the external capitalist forces in contact 
with the Nepmen and other national capitalists. In the case of China, the situation is not 
very dissimilar either. International trade is tightly controlled and regulated by the gov- 
ernment and the Party. The Chinese market is regulated, and the laws in place protect 
Chinese companies and consumers from the abuse of foreign capital (Delaunay 2018, 
161). The externalization of the Chinese workforce took place in areas cut off from the 
rest of China, such as Shenzhen, at the very beginning (Bramall 2008, 333). Today, 
there are several, but the rules governing direct investment are stringent. A company 
that would like to settle in China to exploit Chinese labour or gain access to the Chinese 
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domestic market can only do so by bringing in a considerable amount of capital and car- 
rying out a particular technological transfer after a determined time (Chow 2015, 13). 
Besides, the Chinese stock market is cut off from foreign capital (Chow 2015, 4). 
Lenin saw international trade as a critical sector of the economy, and the Party should 
remain in control of it (Nove 1992, 80). As we see in the case of China, the Party and 
the government still tend to be in control of international trade, although less than in 
the days of the USSR. 

To sum up, we can see that internal trade in the USSR was primarily private, and inter- 
national trade was public. In China, trade, both national and international, is primarily 
private, but with the difference that the public authorities highly regulate the latter. So, 
there is a difference here between the economy of the USSR and that of China, which 
is at the level of international trade. Although the latter would undoubtedly have devel- 
oped in the USSR if more time had elapsed for the market economy to develop further, 
the extroversion of the Soviet economy had never been the Party’s plan in the past time 
because capitalist globalization wasn’t yet in the stage it attained during the 1980s and 
onward. As for foreign trade, although China is not in 100% control of it, this does 
not prevent the Party from exerting considerable influence on the flow of capital between 
its economy and the world economy capitalist. However, the model of the Chinese econ- 
omy is very different from that of the NEP when one considers the place of international 
trade. The Bolshevik Party never expected to develop the Soviet economy by outsourcing 
the labour force of the time. This is the first big difference between the Chinese economy 
and that of the NEP. However, it should be kept in mind that the epochs in which these 
two parties operated are different, so they faced global capitalist systems of different nat- 
ures and logics. Economic globalization is much more critical today than it was in the 
1920s. 

Moreover, since the fall of the Soviet Union and the communist countries of Eastern 
Europe, it is challenging to carry out economic development withdrawn from the world 
economic system, as can be seen from the case of Cuba and North Korea, which are kept 
apart from this system by US imperialist measures. We can also argue that although this 
difference in development strategy is considerable, it is still an option that does not seem 
to be in contradiction with the Soviet model of the NEP at that time since the measures 
that appear in China developmentalists and not neocolonial or capitalist. They are not 
taken to enrich the country’s elites at the expense of the population, as is the case in 
most developing countries. 


Control and Planning 


The planning and control of the economy are essential variables in assessing the trans- 
formation of the economy toward a socialist model since they are at the heart of the com- 
munist project where human reason can finally direct the allocation of resources and 
surplus of human societies. Please see Table 4. In the USSR, economic control during 
the NEP was relaxed just as it was in China during the period of economic reform. 
Both parties wanted to create more competition between their public companies (Carr 
1958, 344; Delaunay 2018, 148). This is why they stopped managing introduced private 
companies that have a place in the system. Although small and medium-sized public 
companies began to behave like capitalist enterprises in the Soviet Union (Allen 2009, 
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Table 4. Comparison of planning methods. 








USSR China 
Economy Type Market economy Market Economy 
Planning method Coordination Coordination 
Planned sector of the economy Heavy industry Heavy industry, high-tech research and 
infrastructure 
Most important sector of the private Light industry Light industry 
economy 
Objective of planned sector Modernization Modernization 
Control over the economy Low Medium-High 





50), these companies that couldn’t compete with other private companies were privatized 
in the case of China (Chen and Naughton 2016, 2140). In these two cases, a competition 
was created, but under different ownership systems, one public, one private. However, 
control of the economy was still present and mainly done by fixing prices or fixing the 
minimum cost of goods. This phenomenon can be found in both China (Brodsgaard 
and Rutten 2017, 71) and the USSR (Nove 1992, 97-98). Although most companies 
are private or responding to the logic of market value, the state still retains the role of 
price regulator to rectify the disadvantages of the market and allow the achievement of 
social objectives (Brodsgaard and Rutten 2017, 143). However, in these two countries, 
one of the levers of economic control, the SOE giants, must always maintain a not 
entirely capitalist but socialist logic. They must respond to the ordinances of the social 
sphere, which are manifested by the directives of the Party. These SOEs take care of 
building large economic projects such as building infrastructure, finance, research, elec- 
trification, etc. (Carr 1950, 303). By controlling these gigantic public companies, parties 
can indeed guide the economic development of the entire nation. 

When it comes to economic planning in these two economies, the critical aspect is 
coordination. The Soviet model put in place by Stalin in the USSR had a planned econ- 
omy where economic resources and business management were done in a centralized 
manner. In contrast, in the days of the NEP, this planning did not yet exist in the 
form of five-year plans (Carr 1958, 513). For China, it was this system that it adopted 
and transformed with the pace of reform. In this country, extensive planning of the econ- 
omy was a thing of the past, while it was a thing of the future for the Soviet Union. What 
then links these two economies when it comes to planning is that it takes place through 
economic coordination rather than extensive resource allocation. Indeed, the allocation 
of resources is in total contradiction to the market, and as we have seen, it was this type of 
planning that put an end to the NEP in the USSR (Carr 1958, 493). In this country, plan- 
ning was then in place for economic sectors, which were hardly affected by the market 
logic, heavy industry (Nove 1992, 95; Carr 1958, 340-341). This industry was seen as 
the future of the socialist project in an underdeveloped country such as the Soviet 
Union. Because the logic of the search for profit would not have allowed the building 
of this industry (Carr 1958, 493), the Party itself had taken care to coordinate new invest- 
ments in heavy industry and coordinate this industry in general with the aim of this 
investment being socially profitable (Allen 2009, 50-57). 

In China, the same principle is also the one underlying economic planning. China still 
uses the form of five-year planning for general economic plans (Yeung 2009, 161). The 
plans also exist in multiple branches and sectors of the economy. In the first two decades 
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of the reform period, planning for the heavy industry was the sector protected by the state 
and was still the subject of planning, control and coordination, all quite vigorous (Naugh- 
ton 2018, 352). SASAC (State-owned Assets Supervision and Administration Commis- 
sion of the State Council) is the central government body that controls Chinese SOEs. 
Bureaucrats working in it must follow the guidelines given by the Party Central Commit- 
tee, like those in other sectors of government (Chow 2015, 12). Coordination has been 
carried out since the beginning of the 2000s in the heavy industry sector and in the 
high-tech industry, which has undoubtedly become the most critical productive forces 
for the twenty-first century, as can be demonstrated to us by the examples of numerous 
plans for coordinating technological investments since 2003 (Chen and Naughton 2016, 
2145). These plans operate, in most cases, outside of market logic. Also, the SOEs and not 
private enterprises are being given contracts from the government in the realization of 
those plans. However, some private companies such as Alibaba and Huawei may play 
a role in the technology plans (Long, Herrera, and Andreani 2018). The infrastructure 
and public utility megaprojects are also highly coordinated by the government (Serger 
and Breidne 2007, 158-159). These projects can also attest to allocating resources 
done by non-market agencies in terms of socially profitable investments. The plans in 
China do not end with investment alone, either. Party members have to undertake 
actions deemed socially beneficial, such as combating poverty in certain regions where 
the country’s economic growth has not improved local conditions, attesting that the 
Party does not think that the market should only create beneficial social consequences 
as opposed to the liberal ideology. 

We can see that planning plays a significant role in these two economies. It mainly 
affects sectors where the leadership believes that market principles would not have the 
desired results. Planning is, therefore, primarily done in terms of economic coordination 
of new investments in sectors that the process of commodification would not automati- 
cally reinforce. These include the heavy industrial sector and the search for new technol- 
ogies. Although in the USSR during the NEP, the Party had not yet entirely shifted their 
attention toward developing new technologies, economic modernization was critical for 
Lenin. Just think of what he said about the advancement of production and industry: 
“Communism is the power of the Soviets plus the electrification of the whole country 
because without electrification it is impossible to perfect industry” (Lenin 1920). It was 
through technological research that communism could be built. This situation could 
also describe China of the reforms. The pursuit of high technology is the path the leader- 
ship is taking to become a nation that can shield itself from Western imperialism and radi- 
ate communist ideology by setting an example for other nations. Of course, the USSR 
wanted to modernize the country. But there was no question, at the time, of revolutioniz- 
ing the industry. The aim was rather to advance it at the same level as developed countries 
in the West. This difference between the USSR and China comes from the fact that it is not 
in a phase of economic reconstruction as the USSR during the NEP, where the wars had 
left its economy in a dilapidated state. China is instead in a phase of economic construc- 
tion. Like the Soviet Union from the days of Stalin, China is building the economic nation 
of China. It must be concerned about its present and future economic strength. Although 
there are differences in the planning and the tools used to control the economy, the most 
crucial difference is that China seems to use planning more than the USSR during the 
NEP. We can still say that both countries use similar mechanisms and logic in this area. 
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Conclusion 


Our research has attempted to understand the logic underlying of these reforms in light 
of the experience of the Soviet NEP. The Chinese reforms are not a kind of liberalism as 
some commentators on the Left and the Right think but are as demonstrated an original 
evolution of Marxism which, due to structural causes, created an economic structure 
sharing a very similar logic from that of the NEP. It should be remembered that our 
research does not focus on the causes of economic changes but rather on the develop- 
ment and present structure of the Chinese economy. Studying China’s economic struc- 
ture can shed some light on this subject. We can see from our analysis of the Chinese 
economic structure, as Delaunay (2018, 144) believes, that the CPC’s strategy is based 
on the extroversion of its economy and not on the belief in the superiority of private 
enterprise. This strategy is very different from that of the Bolsheviks as to the reason 
for the NEP. 

Nevertheless, the end results of our analysis of the economic structures are very simi- 
lar. The few differences that can be perceived between these two countries appear to us to 
be consequences of this exteriorization, which does not reflect a divergence in Marxist- 
Leninist ideology or in the mode of production of these two countries, but rather reflect a 
difference in the world economic structure more globalized today than at the time of the 
NEP, and a difference in the relations that China maintained with the capitalist world 
when the imperialist countries allowed it to enter the capitalist globalized economic 
order. Nevertheless, these differences are not significant enough to prevent us from say- 
ing that these modes do not match each other. According to our analysis, the structures 
of China and the USSR reflect a similar logic of accumulation. Moreover, the causes that 
led to the decision to put in place such a system do not change the fact that the results of 
those decisions produced systems that we consider to be very similar. Understanding the 
NEP allows us to understand the structure of the contemporary Chinese economy and its 
place in the family of other economies set up by Marxist-Leninist parties. 
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